139 East Fourth Street, R. 25 At il
P.0. Box 960

Cincinnati, Ohio 45201-0960

Tel: 513-419-1837

Fax; 513-419-1846
dianne.kuhnell@duke-energy.com

Dianne B. Kuhnell.

Senior Paralegal
VIA OVERNIGHT DELIVERY
September 25, 2009
RECEIVED
SEP 2.8 2009
Mr. Jeff Derouen Pg%ﬂ%nlssE;\gS E

Executive Director

Kentucky Public Service Commission
211 Sower Blvd

Frankfort, KY 40601

Re: Case No. 2009-00202

Dear Mr. Derouen:
Enclosed please find for filing an original and twelve copies of Duke Energy Kentucky’s
Responses to Third Data Request of Commission Staff and Duke Energy Kentucky’s Responses to

Attorney General’s Supplemental Requests for Information.

Please date-stamp the extra two copies of the letter and two copies of each set of Responses
and return to me in the enclosed envelope.

Sincerely,

Dianne B. Kuhnéll

Senior Paralegal

cc:  Dennis Howard 11

289437 www. duke-energy.com
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VERIFICATION

State of Ohio )
County of Hamilton ))

The undersigned, James E. Ziolkowksi being duly sworn, deposes and says that |
am employed by the Duke Energy Corporation affiliated companies as Rates Manager;
that on behalf of Duke Energy Kentucky, Inc., I have supervised the preparation of the
responses to the foregoing responses to information requests; and that the matters set
forth in the foregoing response to information requests are true and accurate to the best of

my knowledge, information and belief after reasonable inquire.

o, 7. Golpol

Jdthes E. Ziolkdtwski, Affiant

H o0

Subscribed and sworn to before me by James E. Ziolkowski on this day of

September, 2009.

lattl, a - 51,&7«/\

NOTARY PUBLIC

My Commission Expires: q-l5-30 (L}

269137 v.6



VERIFICATION

State of Ohio )
County of Hamilton %

The undersigned, Julia S. Janson being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as President — Duke
Energy Ohio, Inc. and Duke Energy Kentucky, Inc.; that on behalf of Duke Energy
Kentucky, Inc., I have supervised the preparation of the responses to the foregoing
responses to information requests; and that the matters set forth in the foregoing response

to information requests are true and accurate to the best of my knowledge, information

and belief after reasonable inquiry.

jne
fu ia S. JarﬁoﬁAf jnt

Subscribed and sworn to before me by Julia S. Janson on this May of

September, 2009.

(ilh 7. A%%/@/m

NOTARY PUBLIC

My Commission Expires:

ANITA M. SCHAFER
Notary Public, State of Ohio
My Commission Expires
November 4, 2000

269137 v.5



VERIFICATION

State of Ohio )
County of Hamilton ))

The undersigned, Gary J. Hebbeler being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as General Manager,
Gas Engineering; that on behalf of Duke Energy Kentucky, Inc., I have supervised the
preparation of the responses to the foregoing responses to information requests; and that

the matters set forth in the foregoing response to information requests are true and

accurate to the best of my knowledge, information and belief after reasonable inquire.

Aoy O ML LA,

Gary J. Hebbéler, Affiant

Subscribed and sworn to before me by Gary J. Hebbeler on this 8/ s/ day of

September, 2009.

TARY PU

0 BLIC /
My Commission Expires:

* wrﬁ M. SCHAFER
biic,
[y Commiseion eryotie

4, 2009

269137v9



VERIFICATION

Commonwealth of Pennsylvania )

County of Cumberland

The undersigned, John J. Spanos, being duly sworn, deposes and says that he is a
Vice President of the Valuation and Rate Division associated with the firm of Gannett
Fleming, Inc., and says that he has supervised the preparation of the responses to the
foregoing responses to information requests; and that the matters set forth in the
foregoing response to information requests are true and accurate to the best of his

knowledge, information and belief after reasonable inquire.

her . Frumos

Johti J. Span"@'s Affiant

Subscribed and sworn to before me by John J. Spanos on this M day of

September, 2009.

o e

NOTARY PUBLIC

-
My Commission Expires: /E’////A»/%/ A0, Rl

COMMONWEALTH OF PENMNSYLVANIA
Notarial Seal
Cheryl Ann Ruitter, Notary Public
East Pennsboro Twp., Cumberland County
My Commission Expires Feb. 20, 2011

Member, Pennsylvania Association of Notaries

269137 v.16



VERIFICATION

State of Ohio )
County of Hamilton ;

The undersigned, Donald L. Storck being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as Director of Rate
Services; that on behalf of Duke Energy Kentucky, Inc., I have supervised the preparation
of the responses to the foregoing responses to information requests; and that the matters
set forth in the foregoing response to information requests are true and accurate to the

best of my knowledge, information and belief after reasonable inquire.

Conatd £ Nzl

Donald L. Storck, Affiant

Subscribed and sworn to before me by Donald L. Storck on this / Z;/_Aday of

September, 2009.

ﬂw%MA

NOTARY PUBTIC

| ANITA M. SCHAFER
——— * Notary Public, State of Ohio
v J My Commission Expires
November 4, 2009

269137v9



VERIFICATION

State of Ohio )
County of Hamilton ;

The undersigned, William Don Wathen Jr., being duly sworn, deposes and says
that I am employed by the Duke Energy Corporation affiliated companies as Director -
Rates; that on behalf of Duke Energy Kentucky, Inc., I have supervised the preparation of
the responses to the foregoing responses to information requests; and that the matters set

forth in the foregoing response to information requests are true and accurate to the best of

my knowledge, information and belief after reasonable inquire.

William Don Wathen Jr., Affiant

Subscribed and sworn to before me by William Don Wathen Jr. on this 22™ day

of September 2009.

NOTARY PU B IC

%/,/m/ %A

My Commission Explres

' : ANITA M. SCHAFER

| Notary Public, State of Ohio
My Commission Expires
November 4, 2009

257522



VERIFICATION

State of Ohio )
County of Hamilton ))

The undersigned, Robert M. Parsons being duly sworn, deposes and says that I am
employed by the Duke Energy Corporation affiliated companies as Rates Manager; that
on behalf of Duke Energy Kentucky, Inc., I have supervised the preparation of the
responses to the foregoing responses to information requests; and that the matters set
forth in the foregoing response to information requests are true and accurate to the best of

my knowledge, information and belief after reasonable inquire.

/{f/g/é){L‘c//{{ /ﬂw/’kw.’;-em

Robert M. Parsons, Affiant

Subscribed and sworn to before me by Robert M. Parsons on this Zf 2% day of

September, 2009.

269137 v.9
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Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-001
REQUEST:

Refer to the response to Item 2.d. of Commission Staff’s Second Data Request (“Staff’s
Second Request”). Some schedules were provided on a total basis as requested; however,
Schedules 13 and 13.2 were not. Provide Schedules 13 and 13.2 on a total basis or
explain why they cannot be provided.

RESPONSE:

Schedules 13 and 13.2 are not available on a total basis. The response to Item 2.d of the
Commission Staff’s Second Data Request was prepared by summing up the Commodity,
Demand and Customer amounts from Exhibits FR-10(9)v-2, FR-10(9)v-3, FR-10(9)v-4
and FR-10(9)v-5. The allocation percentages on Schedule 13 and 13.2 of each of these
Exhibits are unique to the customer class being classified and were not prepared on a
total basis.

PERSON RESPONSIBLE: Donald L. Storck






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-002
REQUEST:

Refer to the attachment to the response to Item 6 of Staff’s Second Request which
includes the customer charges and volumetric charges that would be required if the
customer charges fully recovered all fixed costs necessary to serve customers. For all four
rate classes, the volumetric charge is zero. Explain whether it is Duke Kentucky’s
contention that it incurs no variable costs, other than the cost of gas, in the provision of
service to its customers.

RESPONSE:

The Company considers that, within the normal range of sales experienced by the
company, almost all of the costs to provide gas service, other than the cost of gas, are
fixed. There are some variable costs such as odorant, but the magnitude of the variable
costs is small compared with the total cost of providing service. In the response to
STAFF-DR-002-006, the Company assumed that all costs are fixed to simplify the
analysis.

PERSON RESPONSIBLE: James E. Ziolkowski






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14,2009

STAFF-DR-03-003

REQUEST:

Refer to the response to Item 9.a. of Staff’s Second Request.

a. For the meter pulse installation charge and the meter index charge, explain why the
truck cost of $7.00 per hour would be charged for the installation time (i.e., the non-
travel time).

b. For the meter index charge, materials are listed at $90. Identify the specific
materials that make up this amount.

c. For the additional trip charge, provide itemized cost information as was provided for
the meter pulse installation and meter index charges.

RESPONSE:

a. The vehicle is in use at the job site for tools, materials etc. while the labor is being
performed. It cannot be taken and used elsewhere.

b. DC powered isolation switch, pulser board, weather-proof box, flex conduit, seal-off,
wiring and misc. hardware. Every installation is different based on different meter
sets, locations, etc., and cost may exceed this conservative amount.

c. Slightly less than 2 hrs. @ $25.50 labor, $7.00 truck (Total $32.50/hr.)

PERSON RESPONSIBLE: James E. Ziolkowski






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-004
REQUEST:

Refer to the response to Item 14 of Staff’s Second Request, which describes the process
used by J.D. Power and Associates (“J.D. Power”) to rate customer satisfaction by
residential customers for the country’s 60 largest gas utilities.

a. Explain how the size of gas utilities is measured by J.D. Power for purposes of its
study of residential customer satisfaction.

b. Explain whether Duke Kentucky is one of the 60 largest gas utilities in the U.S., as
measured by J.D. Power, and where it ranks among those 60 utilities.

c. Ifitis not one of the 60 largest gas utilities in the U.S., explain how the results of
the J.D. Power study are specifically applicable to Duke Kentucky.

RESPONSE:

a. Based on number of customers served. Duke Energy Midwest (for the gas study
is Duke Energy Ohio and Duke Energy Kentucky) meets the requirement
customer base of 225,000 or more households served.

b. The survey ranks Duke Energy as Duke Energy Midwest and does not break out
the operating companies that make up Duke Energy Midwest by state. Duke
Energy Kentucky on its own would not be large enough but the study does not
rank Duke Energy by operating company only by region.

c. The results are applicable to Duke Energy Kentucky because Kentucky customers
are part of the group being surveyed. The results are not separated out by state.

PERSON RESPONSIBLE: Julia S. Janson






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-005

REQUEST:

Refer to the response to Item 20 of Staff’s Second Request and Schedule D-2.11 of Duke
Kentucky’s application.

a. Describe in detail the type of activities that gave rise to the jobbing expense incurred
during the base period, as described in Schedule D-2.11.

b. Explain what caused Duke Kentucky to incur negative amortization expense of
$362,672 during the base period.

RESPONSE:

a. Schedule D-2.11 was incorrectly labeled jobbing expense. It should have been
labeled other operating expenses. The $362,672 of other operating expenses was for

DSM amortization.

b. Duke Energy Kentucky incurred negative amortization expense because the program
had overcollected and the overcollection was being refunded to ratepayers.

PERSON RESPONSIBLE: Robert M. Parsons






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14,2009

STAFF-DR-03-006
REQUEST:

Refer to the response to Item 21 of Staff’s Second Request concerning the adjustment to
property tax expense in December 2008 due to the final “Property Valuation” from the
Kentucky Department of Revenue (formerly Kentucky Revenue Cabinet).

a. Since 2000, identify each calendar year in which Duke Kentucky received a final
“Property Valuation” from the Kentucky Department of Revenue which
resulted in lowering property tax expense from the level based on an earlier
property valuation from the Kentucky Department of Revenue.

b. For each year identified in responding to part a. of this request, provide the
amounts of both the initial and final property valuations and the amounts of both
the initial and final property tax expense due pursuant to those valuations.

RESPONSE:

a. In each of the years 2001 through 2008, Duke Kentucky received a final
“Property Valuation” from the Kentucky Department of Revenue which resulted
in lowering property tax expense from the level based on an earlier property
valuation from the Kentucky Department of Revenue. (Year 2000 data is not
available.)

b. See attachment Staff-DR-03-006. (Year 2000 data is not available.)

PERSON RESPONSIBLE: Robert M. Parsons
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Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-007

REQUEST:

Refer to the response to Item 24 of Staff’s Second Request in which Duke Kentucky
provided revised schedules in the event the Commission does not approve its proposed
treatment of uncollectible expense. Provide a revised Schedule M-2.3, showing revised
revenues and rates.

RESPONSE:

Please see Attachment STAFF-DR-03-007.

PERSON RESPONSIBLE: James E. Ziolkowski
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Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-008

REQUEST:

Refer to the responses to Items 25 and 38.a. of Staff’s Second Request and to Item 30 of
Staff’s First Request.

a.

The response to Item 25 demonstrates that, over the last five years, the company’s
actual uncollectible expense was roughly $6.1 million and it experienced a net over-
recovery over that period of slightly less than $123,000, roughly two percent of its
total uncollectible expense. Explain how this type of result warrants removing
uncollectible expense from base rate recovery.

The response to Item 38.a. states that “[blJad debt constitutes over 1% of the
Company’s expenses.” Explain how Duke Kentucky determined that one percent of
its expenses is the threshold for determining that a given expense warrants treatment
other than being recovered through base rates.

Given that, for 2008, the most recent calendar year for which data is available, the
level of uncollectible expense of $1,196,497 shown in the response to Item 25 is less
than one percent of the company’s 2008 total utility operating expenses as shown in
the response to Item 30 of Staff’s First Data Request, what is the basis for the
statement in the response to Item 38.a. of Staff’s Second Request?

RESPONSE:

C.

On an annual basis, the over- or under-recovery ranges from an underrecovery of
38.9% to an overrecovery of 18.5% of total uncollectible expense. By recovering the
uncollectible expense for delivery service and commodity service separately, the
majority of this expense will be collected on a dollar-for-dollar basis and,
consequently, a smaller portion will be subject to over or under recovery.

The Company’s response to Staff-DR-02-038(a) was not intended to suggest that 1%
is a ‘threshold’ for materiality. The statement that “[b]ad debt constitutes over 1% of
the Company’s expenses” was meant only to measure the value of bad debt expense
against other expenses. As further indicated in response to Staff-DR-02-038(a), “the
magnitude of the expense combined with the facts that the costs are volatile and
outside the control of the utility” warrants treatment outside of base rate recovery.

See response to Staff-DR-03-008(b).

PERSON RESPONSIBLE: William Don Wathen Jr. / Robert M. Parsons






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-009
REQUEST:
Refer to the response to Item 26 of Staff’s Second Request in which Duke Kentucky
provided revised schedules in the event the Commission does not approve its proposed
treatment of carrying costs of gas stored underground. Provide a revised Schedule M-2.3,
showing revised revenues and rates.

RESPONSE:

Please see Attachment STAFF-DR-03-009.

PERSON RESPONSIBLE: James E. Ziolkowski
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Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-010
REQUEST:

Refer to the response to Item 27 of Staff’s Second Request, which states that Duke
Kentucky sells all of its accounts receivable at a discount. Does this mean that Duke
Kentucky sells its accounts receivable before any portion becomes uncollectible? If yes,
explain why Duke Kentucky records any uncollectible expense on its books since, once
they are sold, it no longer owns the accounts receivable. If no, identify and describe the
time frame in which the accounts receivable are sold.

RESPONSE:

Duke Energy Kentucky sells its accounts receivable at a discount, before any portion
becomes uncollectible. Because the discount includes, among other things, a component
based on the Company’s history of net charge-offs (i.e., bad debt), an estimate of the bad
debt expense associated with the sold receivables is charged to Uncollectible Expense
(Account 904) at the time of the sale.

PERSON RESPONSIBLE: Robert M. Parsons






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-011
REQUEST:

Refer to the response to Item 30 of Staff’s Second Request.

a. Confirm that Schedules M-2.2 and M-2.3 attached to this response are the same
schedules filed in the application and not revised schedules.

b. Refer to the revised schedules filed in the electronic version of this response. The
change in Mcfs sold in these schedules results in revised revenues. Provide the
revised rates, based on the change in Mcfs, that are needed to collect the revenue
requirement proposed in the application.

RESPONSE:
a. Yes. Schedules M-2.2 and M-2.3 attached in response to Staff-DR-02-030 are the

same schedules filed in the Company’s original application and not the revised
schedules provided in the electronic version to the response.

b.

Proposed |
‘Rate Customer Chg MCF Charge
RS $30.00  $1.7899
GS $47.50 $2.1112
FT-L $430.00 $1.8810
IT $430.00 $1.0126

PERSON RESPONSIBLE: James E. Ziolkowski






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14,2009

STAFF-DR-03-012
REQUEST:

Refer to the response to Item 31 of Staff’s Second Request. The change in Mcfs sold in
these schedules results in revised revenues. Provide the revised rates, based on the change
in Mcfs, that are needed to collect the revenue requirement proposed in the application.

RESPONSE:
Proposed
Rate Customer Chg MCF Charge
RS | $30.00  $1.6607
Gs | $47.50  $2.0009
FT-L $430.00 $1.8642
T $430.00 $1.0100

PERSON RESPONSIBLE: James E. Ziolkowski






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-013

REQUEST:

Refer to the response to Item 32.b. of Staff’s Second Request.

a.

Explain whether the response means Mr. Spanos’ consideration of “estimates for
other gas companies” in developing estimated net salvage percentages, as per page 12
of his direct testimony, extended to all of the 51 studies identified in the attachment to
the response or just to selected studies among those identified.

If Mr. Spanos considered selected studies among those identified in the attachment,
identify which of the 51 studies were considered. If his consideration of the
“estimates for other gas companies” included the results of all 51 studies, explain in
detail how he gave consideration to each individual study.

RESPONSE:

Consideration of estimates for other gas companies per page 12 of Mr. Spanos' direct
testimony extended to all of the 51 studies identified in the attachment, as well as
studies performed prior to these 51 studies by Gannett Fleming, in addition to Mr.
Spanos's knowledge of other gas studies performed since 1986.

All studies were considered. Each individual study was reviewed for comparability
or similarity to Duke Energy Kentucky, and then judgmentally emphasized when
making the determination for each account of Duke Energy Kentucky.

PERSON RESPONSIBLE: John J. Spanos






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-014
REQUEST:

The response to Item 34.a. of Staff’s Second Request, which indicates that attempting to
calculate depreciation rates based on actual experience is not realistic “because outlier
data could skew results for the future estimate,” is not acceptable. Provide the
information requested in Item 34.a., along with any explanation, caveat, etc., that is
necessary to explain how the results might be skewed by the outlier data.

RESPONSE:

Determining a net salvage percent cannot be a statistical exercise because there are many
one-time occurrences that do not properly represent future expectations. Thus, an actual
experience net salvage estimate would be a blind assumption result.

This request does not clarify what actual period of time experience for each account is
being required. In order to complete this request it has been determined the overall
available data for each account was requested, not the most recent five-year average, or
any shorter periods of time. The attached schedule sets forth the depreciation rates using
the actual experienced net salvage percent. The actual net salvage percent can be found
on pages I11-132 to I1I-159 of the depreciation study.

Account 1900 can be used to illustrate how actual historical data should not be used
without some degree of judgment. As shown on page III-132, the actual net salvage
percent is negative 29 percent. This data includes cost of removal amounts in 1990 and
1995 which do not have a clearly identified retirement associated with the cost. Other
examples would be Accounts 204.1 and 274.1, with net salvage percents of positive 485
percent and negative 303 percent, respectively. It is not realistic to estimate a
depreciation rate that assumes for every dollar you invest, you will be given back $4.85
and not collecting anything.

PERSON RESPONSIBLE: John J. Spanos
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Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-015

REQUEST:

Refer to the response to Item 36.a. of Staff’s Second Request. Based on the information
being provided in response to the request item immediately preceding this item, which
concerns Item 34.a. of Staff’s Second Request, provide a revised response to Item 36.a.
of Staff’s Second Request.

RESPONSE:

See attachment Staff-DR-03-015.

PERSON RESPONSIBL.E: Robert M. Parsons
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Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-016
REQUEST:

Refer to the response to Item 39 of Staff’s Second Request. Provide Duke Energy Ohio’s
tariffs for its uncollectible expense recovery mechanisms and a description of any
differences between what was authorized and what it had proposed.

RESPONSE:

The Company has a pending application before the Public Utilities Commission of Ohio,
Case No. 09-773-GA-UEX, to establish its initial Rider UE-G (Uncollectible Expense —
Gas) at $0.01569 per CCF. See Attachment STAFF-DR-03-016.

PERSON RESPONSIBLE: William Don Wathen Jr.



Case No. 2009-00202
Attachment Staff-DR-03-016
Page 1 of 1

P.U.C.O. Gas No. 18
Sheet No. 67.2

Duke Energy Chio Cancels and Supersedes
139 East Fourth Street Sheet No. 67.1
Cincinnati, Ohio 45202 Page 1 of 1

RIDER UE-G

UNCOLLECTIBLE EXPENSE RIDER

APPLICABILITY
Applicable to all sales service and transportation customers.

DESCRIPTION
This rider enables the recovery of costs associated with uncollectible accounts arising from those
customers responsible for paying the Uncollectible Expense Rider. The Company shall file an
application with the Public Utilities Commission of OChio if the Company determines that an
adjustment of more than plus or minus ten (10) percent is needed to adjust for prior period over or
under-collections.

MONTHLY CHARGE
A charge of $0.01569 per CCF shall be applied to all gas volumes delivered to customers in the
customer classes noted above.

SERVICE REGULATIONS
The supplying and billing for service and all conditions applying thereto, are subject to the jurisdiction
of the Public Utilities Commission of Ohio, and to the Company's Service Regulations currently in
effect, as filed with the Public Utilities Commission of Ohio.

Filed pursuant to an Order dated in Case No. before the Public Utilities
Commission Ohio.

Issued: Effective:

Issued by Julie Janson, President






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-017
REQUEST:

Refer to the response to Item 41 of Staff’s Second Request. The request asked for the
monthly value of Duke Kentucky’s gas stored underground for the years 2004 through
2008 plus the first six months of 2009. However, the response includes monthly values
only for 2009. Provide the information originally requested.

RESPONSE:

Month 2004 2005 2006 2007 2008 2009
January $3,537,068 $4,105,216 $7,556,687 $7,398,752  $5,552,009 $6,757,148
February 2,600,229 2,634,404 5,293,877 3,694,740 3,533,702 4,748,954
March 2,548,797 1,800,566 3,548,046 2,690,187 2,161,134 2,308,330
April 3,379,377 2,799,661 4,241,734 3,588,974 3,671,325 2,892,430
May 4,482,818 4,144,503 5,290,566 5,434,511 6,220,541 4,246,504
June 5,455,577 5,077,318 6,471,349 6,732,590 8,030,037 5,580,415
July 6,354,738 6,536,169 7,646,480 7,941,132 9,997,265 6,565,241
August 7,712,888 7,836,311 9,447,780 9,329,584 11,646,339 7,463,141
September 8,292,838 8,952,247 10,566,300 9,837,605 12,940,265
October 7,775,527 9,909,507 10,436,072 10,575,772 13,206,988

November 7,244,493 10,255,094 10,053,553 9,427,453 12,389,900
December 6,102,597 8,509,260 8,916,835 7,776,574 9,751,067

PERSON RESPONSIBLE: William Don Wathen Jr.






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-018
REQUEST:

Refer to the response to Item 42 of Staff’s Second Request. Explain whether the
approved rates and the phase-in of the shift to MSFV rate design were proposed by Duke
Energy Ohio or if they were imposed by the Ohio Commission.

RESPONSE:

In Duke Energy Ohio’s most recent gas rate application, the Company proposed to
implement a decoupling rider (Rider SD) as a means of severing the relationship between
the Company’s earnings and volumetric sales. In its Staff Report, the Staff of the Public
Utilities Commission of Ohio recommended adoption of a ‘modified straight fixed-
variable’ rate design in lieu of the Company’s proposed decoupling rider.

The Company and most parties involved in the proceeding agreed to adopt the modified

straight-fixed variable approach in a stipulation which was approved by the Ohio
Commission.

PERSON RESPONSIBLE: William Don Wathen Jr.






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14,2009

STAFF-DR-03-019
REQUEST:

Mr. Ziolkowski’s testimony, on page 8, states that a larger customer charge will, among
other things, mitigate the erosion of recovery of fixed costs due to energy efficiency.
Explain whether shifting costs from the volumetric rate will also minimize the incentive
for residential customers to participate in energy efficiency during a period of lower gas
prices such as that currently being experienced.

RESPONSE:

The Company believes that even during periods of lower gas prices such as is currently
being experienced, the gas commodity portion of a customer’s bill will continue to
comprise a large enough part of the total bill to provide customers with incentive to
participate in energy efficiency.

PERSON RESPONSIBLE: James E. Ziolkowski






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-020

REQUEST:

Refer to the attachment to the response to Item 53 of Staff’s Second Request, which
shows the maintenance expenditures and savings, since the inception of the Accelerated
Main Replacement Program (“AMRP”) through 2008.

a.

Provide the level of maintenance expenditures included in the base and forecasted
periods.

Although the AMRP will continue through 2010, it appears that no adjustment has
been proposed for the forecasted test period to reflect the continued decline in annual
maintenance expenditures that has occurred consistently since 2001.

Explain why no further savings are anticipated.

RESPONSE:

a.

Refer to Schedule C-2.1 —Account 887 in the Company’s filing. The base period
amount is $765,539 and the forecasted period amount is $985,106.

Mr. Hebbeler’s testimony only reflected savings from AMRP inception through
December 2008 for the reduction of leaks. Duke Energy Kentucky projects
additional savings from leak reduction of $21,000 in 2009 and $7,000 in 2010.
Actual costs incurred for the Transmission Integrity Management Program (TIMP)
were not reflected in the reply to Staff-DR-02-053. Therefore, $91,000 is included in
account 887 for TIMP costs in the forecasted period. This amount was calculated as a
four year average, three years of actuals (2006, 2007 and 2008) and one year
projected (2009). In addition, the forecasted period includes $165,000 for a new
Distribution Integrity Management Program (DIMP) in account 887. The rules for
this new program are scheduled to be issued by the end of 2009.  The estimate of
this cost was calculated using historical data from TIMP maintenance activities and
converting to a cost per foot. The volume of work was calculated based on the mains
other than new plastic or protected steel over the leak survey cycle.



The total account 887 for the forecasted period should be as follows:

2008 Maintenance Expense less TIMP $585,000
Additional Savings 2009 & 2010 (28,000)
TIMP expense (four year average) 91,000
DIMP expense 165,000
Total Account 887 $813.000

The forcasted period amount included in the Company’s filing is $985,106.
Therefore, this account is overstated by approximately $172,000.

PERSON RESPONSIBLE: Robert M. Parsons / Gary J. Hebbeler






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14, 2009

STAFF-DR-03-021
REQUEST:

Refer to response 54.a. of Staff’s Second Request. Although each year following 2002
showed fewer leaks than the 2002 level which was described by Mr. Hebbeler as the
“peak”, the number of leaks increased in 2007 and again in 2008 following what
appeared to be the trough in 2006. Provide an explanation of the increase in leaks and
whether this trend is expected to continue.

RESPONSE:

The Accelerated Main Replacement Program (AMRP) priorities were based on the
highest propensity for incidents. Therefore, variances in the reduction of leaks could
occur in any given year. However, by the end of 2010, Duke Energy Kentucky wiil have
eliminated all known 12” and less cast iron and bare steel mains. The potential for
incident and leaks on all known 12” and less cast iron and bare steel mains will have been
eliminated. Other variables may influence leaks on other types of materials. Any
increase in trends at the completion of the program will be investigated and programs
implemented such as the Riser Replacement Program to address potential issues.

PERSON RESPONSIBLE: Gary J. Hebbeler






Duke Energy Kentucky, Inc.

Case No. 2009-00202

Third Set Staff Data Requests

Date Received: September 14,2009

STAFF-DR-03-022
REQUEST:

Refer to response 54.b. of Staff’s Second Request. Customer outage per 1,000 customers,
which Mr. Hebbeler calls the “most accepted reliability standard utilized within the gas
industry”, is at the highest level (.07) in both 2002 and 2005, and is higher in both 2007
and 2008 than in both of the immediately preceding years. Provide an explanation of the
varying outage levels from 2002 to 2008, whether the trend of increasing outages is
expected to continue, and whether the experience of Duke Energy’s Gas Operations is
considered representative of that of Duke Kentucky.

RESPONSE:

The Accelerated Main Replacement Program (AMRP) priorities were based on the
highest propensity for incidents. Therefore, variances in the reliability standard could
occur in any given year. However, by the end of 2010, Duke Energy Kentucky will have
eliminated all known 12” and less cast iron and bare steel mains. The potential for
reliability standard issues involving deteriorated known 12” and less cast iron and bare
steel mains will have been eliminated. Other variables may influence this reliability
standard. Any increase in trends at the completion of the program will be investigated
and programs implemented to address any potential issues.

PERSON RESPONSIBLE: Gary J. Hebbeler



